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§37.1302

compliance with the core principles set
forth in section 5h of the Act.

(b) An entity that operates as both a
swap execution facility and a deriva-
tives clearing organization shall also
comply with the financial resource re-
quirements of §39.11 of this chapter.

(c) Financial resources shall be con-
sidered sufficient if their value is at
least equal to a total amount that
would enable the swap execution facil-
ity to cover its operating costs for a
period of at least one year, calculated
on a rolling basis.

§37.1302 Types of financial resources.

Financial resources available to sat-
isfy the requirements of §37.1301 may
include:

(a) The swap execution facility’s own
capital, meaning its assets minus its li-
abilities calculated in accordance with
U.S. generally accepted accounting
principles; and

(b) Any other financial resource
deemed acceptable by the Commission.

§37.1303 Computation of projected op-
erating costs to meet financial re-
source requirement.

A swap execution facility shall, each
fiscal quarter, make a reasonable cal-
culation of its projected operating
costs over a twelve-month period in
order to determine the amount needed
to meet the requirements of §37.1301.
The swap execution facility shall have
reasonable discretion in determining
the methodology used to compute such
projected operating costs. The Com-
mission may review the methodology
and require changes as appropriate.

§37.1304 Valuation of financial re-
sources.

No less than each fiscal quarter, a
swap execution facility shall compute
the current market value of each finan-
cial resource used to meet its obliga-
tions under §37.1301. Reductions in
value to reflect market and credit risk
(‘“‘haircuts’’) shall be applied as appro-
priate.

§37.1305 Liquidity of financial re-
sources.
The financial resources allocated by
the swap execution facility to meet the
requirements of §37.1301 shall include
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unencumbered, liquid financial assets
(i.e., cash and/or highly liquid securi-
ties) equal to at least six months’ oper-
ating costs. If any portion of such fi-
nancial resources is not sufficiently
liquid, the swap execution facility may
take into account a committed line of
credit or similar facility for the pur-
pose of meeting this requirement.

§37.1306 Reporting to the Commis-
sion.

(a) Each fiscal quarter, or at any
time upon Commission request, a swap
execution facility shall:

(1) Report to the Commission:

(i) The amount of financial resources
necessary to meet the requirements of
§37.1301; and

(ii) The value of each financial re-
source available, computed in accord-
ance with the requirements of §37.1304;

(2) Provide the Commission with a fi-
nancial statement, including the bal-
ance sheet, income statement, and
statement of cash flows of the swap
execution facility or of its parent com-
pany;

(b) The calculations required by para-
graph (a) of this section shall be made
as of the last business day of the swap
execution facility’s fiscal quarter.

(c) The swap execution facility shall
provide the Commission with:

(1) Sufficient documentation explain-
ing the methodology used to compute
its financial requirements under
§37.1301;

(2) Sufficient documentation explain-
ing the basis for its determinations re-
garding the valuation and liquidity re-
quirements set forth in §§37.1304 and
37.1305; and

(3) Copies of any agreements estab-
lishing or amending a credit facility,
insurance coverage, or other arrange-
ment evidencing or otherwise sup-
porting the swap execution facility’s
conclusions.

(d) The reports required by this sec-
tion shall be filed not later than 40 cal-
endar days after the end of the swap
execution facility’s first three fiscal
quarters, and not later than 60 calendar
days after the end of the swap execu-
tion facility’s fourth fiscal quarter, or
at such later time as the Commission
may permit, in its discretion, upon re-
quest by the swap execution facility.
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